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ENVIRONMENTAL  PROTECTION 
AGENCY 

40  CFR  Part  35 

Compliance  With  Executive  Order 
12185— Petroleum  and  Natural  Gas 
Conservation 

agency:  Environmental  Protection 
Agency. 

action:  Advance  notice  of  proposed 
rulemaking. 

summary:  This  notice  confirms  a 
number  of  administrative  changes 
proposed  by  the  Environmental 
Protection  Agency  (EPA)  which  were 
intended  to  conserve  petroleum  and 
natural  gas  within  EPA  programs  that 
provide  financial  assistance  either  for 
the  construction  of  public  facilities  or  for 
planning  and  technical  assistance.  In 
addition,  notice  of  a  pending  regulatory 
change  to  further  conservation  is 
restated.  Public  comment  was  solicited 
on  these  changes  in  our  Notice  of 
Proposed  Rulemaking  of  May  7, 1980 
and  today's  notice  has  been  evaluated 
in  light  of  comments  received. 
Administrative  changes  as  identified  for 
particular  programs  are  now  being 
implemented. 

FOR  FURTHER  INFORMATION  CONTACT: 

Thad  Huetteman,  Policy  Planning 
Division,  Environmental  Protection 
Agency,  Telephone:  (202)  755-4803. 

SUPPLEMENTARY  INFORMATION: 

1.  Background 

Executive  Order  12185,  Conservation 
of  Petroleum  and  Natural  Gas,  signed  by 
the  President  on  December  17, 1979,  and 
published  December  19, 1979,  at  44  FR 
75093  mandates  that  each  Federal 
agency  identify  its  financial  assistance 
programs  most  likely  to  o^er 
opportunities  for  significant 
conservation  of  petroleum  and  natural 
gas.  It  further  directs  that  a  list  of  these 
programs  be  published  for  public 
comment  so  that  the  public  may  provide 
suggestions  for  rules  that  would 
encourage  energy  conservation.  This  list 
was  published  in  the  Federal  Register  on 
February  7, 1980,  at  45  FR  8534.  It 
included  the  following  EPA  programs: 

Clean  Water  Act 

Grants  for  Construction  of  Treatment 
Works  (Title  U) 

Water  Quality  Management  Planning 
Grants  (Section  208] 

State  Pollution  Control  Grants 
Best  Management  Practices 
Implementation  Grants 


Clean  Air  Act 

Urban  Air  Quality  Planning  Grant 
(Section  175) 

Control  Agency  Grants  (Section  105] 

Resource  Conservation  and  Recovery 
Act 

Local  Resource  Recovery  Grants 
State/Regional  Solid  Waste  Plans 
Hazardous  Waste  Management 

Safe  Drinking  Water  Act 

Public  Water  Supply  Systems 
Supervision  Grants 

Underground  Water  Service  Protection 

Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act 

State  Cooperation  Aid  and  Training 

Toxic  Substances  Control  Act 

Toxic  Substances  and  Enforcement 
Grants 

EPA  revised  this  preliminary  list  of 
programs  to  select  only  those  programs 
most  likely  to  offer  opportunities  for 
significant  conservation  of  petroleum 
and  natural  gas.  EPA  concluded  that 
only  the  following  programs  offer  such 
signiHcant  conservation  opportunities. 
The  Urban  Air  Quality  Planning  Grant 
Program  was  deleted  from  consideration 
because  it  is  a  one-time  program  and 
most  grants  have  already  been  awarded. 
There  is  little  opportimity  to  change 
already  approved  work  programs  to 
include  significant  additional  energy 
related  activities.  Furthermore,  the 
Clean  Air  Act  and  EPA  guidelines 
already  require  an  evaluation  of  energy 
impacts  of  air  quality  plans. 

Construction  Grant  Program  (Title  II  of 
the  Clean  Water  Act  of  1977) 

Program  Purpose:  Provides  financial 
assistance  to  municipalities  for  the 
construction  of  publicly  owned 
treatment  works  (POTWs)  that  abate 
water  pollution  or  eliminate  health 
hazards. 

Water  Quality  Management  Planning 
Grants  (Section  208  of  the  Clean  Water 
Act) 

Program  Purpose:  Designated  agencies 
and/or  States  receive  grants  to  conduct 
water  quality  assessments,  identify 
problems  and  priorities,  and  determine 
effective  controls  to  be  implemented  by 
State,  areawide  and  local  agencies. 

From  FY  '80,  208  grants  are  directed 
solely  to  nonpoint  source  problems. 

Control  Agency  Grants  (Section  105  of 
the  Clean  Air  Act) 

Program  Purpose:  Provides  support  to 
State  and  local  air  pollution  control 
agencies  for  establishing  and 
maintaining  control  programs.  The  focus 


of  Federal  support  has  been  on  the 
development,  implementation,  and 
enforcement  of  State  air  quality  plans 
and  on  associated  national  priorities 
(e.g.,  air  quality  monitoring  network 
establishment  and  operation).  The 
amount  of  grant  funds  available 
annually  is  slightly  over  $80  million. 

After  examining  the  pertinent  grant 
regulations  of  the  programs  on  the 
revised  list,  EPA  determined  that  energy 
conservation  can  be  achieved  through 
revised  and  supplementary  guidance 
(i.e.,  administrative  changes)  to  grantees 
for  all  programs.  For  the  Construction 
Grants  Program,  regulatory  changes  are 
also  necessary  to  implement  E.0. 12185. 

The  proposed  changes  in  regulation 
require:  (1)  Escalation  of  energy 
(petroleum,  natural  gas,  and  electricity) 
prices  in  the  cost-effectiveness  analysis 
of  alternative  wastewater  management 
systems,  and  (2)  coordination  with  State 
Energy  Plans  during  facility  planning. 
Energy  cost  escalation  rates  will  be 
based  on  the  schedule  of  future  energy 
prices  published  by  the  Department  of 
Energy. 

At  this  time,  therefore,  in  paragraph  2 
below,  we  are  presenting  the  proposed 
administrative  changes  and  other 
information  for  the  affected  programs  in 
this  supplement.  Paragraph  3  covers  the 
advance  notice  of  proposed  regulatory 
changes  for  the  Construction  Grants 
Program. 

2.  Proposed  Administrative  Actions  That 
Do  Not  Require  Regulatory  Changes 

Three  of  the  programs  that  offer 
significant  conservation  opportunities 
proposed  administrative  program 
changes  that  could  conserve  petroleum 
and  natural  gas.  Those  changes  are: 

Grants  for  Construction  of  Treatment 
Works  (Title  II  of  the  Clean  Water  Act 
of 1977) 

Expedited  I/A  Technology  Program; 
The  Agency  is  investigating  procedures 
for  identifying  candidate  projects  and 
for  expediting  the  issuance  of 
construction  grants  for  I/A  technologies 
selected  for  their  signiHcant  energy 
conservation,  recovery  or  production 
attributes.  These  technologies  include 
'low  energy  consumption  processes, 
processes  that  recover  or  produce 
significant  amounts  of  usable  energy, 
and  processes  that  use  alternative 
energy  sources.  One  proposal  being 
considered  is  contracting  with 
experienced  architect-engineering  firms 
to  plan  and  design  selected  energy- 
conserving  innovative  and  alternative 
wastewater  treatment  projects  for  target 
communities.  These  projects  will  serve 
as  models  for  other  communities  and 
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will  be  greatly  expedited  through  the 
grants  process. 

Another  proposal,  which  is  currently 
being  initiated,  involves  the  assignment 
of  EPA  staff  to  work  with  State  and 
local  governments  and  project 
consultants  to  assist  in  the  development 
of  I/A  technology  projects.  Full-time 
staff  from  the  EPA  Office  of  Research 
and  Development  have  already  been 
assigned  to  match  selected  energy 
conserving  technologies  with  suitable 
communities  in  line  for  construction 
grants.  Follow-up  efforts  include 
providing  necessary  technical 
information  and  assisting  with  grant 
procedures  on  selected  projects.  Full¬ 
time  staff  members  at  the  I^A  regional 
levels  are  currently  being  assigned  for 
these  purposes. 

Memorandum  of  Understanding  with 
the  Department  of  Energy  (DOE):  EPA 
and  DOE  will  establish  a  Memorandum 
of  Understanding  to  promote  greater  use 
of  energy  conservation  and  recovery  in 
the  development  and  operation  of 
municipal  wastewater  treatment 
projects.  The  agreement  will  address 
jointly  funded  demonstration  projects, 
technical  assistance  on  evaluating 
construction  grants  projects,  and  the 
sharing  of  personnel  and  research 
facilities. 

Energy  Audit  Manual:  EPA  will 
prepare  and  publish  an  energy  audit 
manual  and  background  information  for 
use  in  addressing  energy  considerations 
when  developing  municipal  wastewater 
treatment  projects.  Energy  audit 
methodologies  as  well  as  energy 
information  on  raw  materials, 
construction  techniques,  and  unit 
process  will  be  covered. 

Contact  (for  Construction  Grants 
Program  Administration  Actions):  Alan 
Hais  WH-547;  202/42&-8976.  Municipal 
Technology  Branch;  Municipal 
Construction  Division. 

Water  Quality  Management  (WQM) 
Planning  Grants  (Section  208  of  the 
Clean  Water  Act) 

Central  to  the  WQM  process  is  the 
development  of  Best  Management 
Practices  (BMPs)  by  State  and  areawide 
planning  agencies.  BMPs  are  methods, 
measures,  or  practices  to  prevent  or 
reduce  nonpoint  source  water  pollution 
and  include  structural  and  nonstructural 
controls  and  operations  and 
maintenance  procedures.  BMPs  can  be 
applied  before,  during,  and  after 
pollution-producing  activities  to  reduce 
or  eliminate  the  discharge  of  pollutants 
into  receiving  waters.  Economic, 
institutional  and  technical  factors  shall 
be  considered  in  developing  BMPs. 

Feasible  BMPs  that  reduce  nonpoint 
source  pollution  and  achieve  the  water 


quality  goals  of  the  Clean  Water  Act 
must  be  developed  and  implemented  for 
all  categories  of  nonpoint  sources.  The 
BMPs  are  developed  in  a  continuing 
process  of  identifying  problems, 
devising  control  measures,  assessing 
BMP  adequacy,  and  modifying  BMPs 
when  necessary  to  attain  water  quality 
goals.  State  priorities  for  developing 
nonpoint  source  codntrol  programs  are 
established  in  accordance  with  general 
EPA  guidance  and  are  contained  in  the 
State/EPA  Agreement. 

EPA  considers  the  development  of 
BMPs  to  be  the  most  logical  step  in  the 
WQM  process  in  which  to  introduce  the 
concept  of  petroleum  and  natmal  gas 
conservation.  Consequently  EPA  has 
included  consideration  of  conservation 
as  a  criterion  for  208  funding  in  the 
policy  memorandum  titled  “FY  ’81 
WQM  Funding  Policy  and  Funding 
Criteria,"  which  has  been  distributed. 
The  language  is  the  following: 

“Conservation  of  petroleum  and 
natural  gas  must  be  considered,  where 
appropriate,  during  the  development  of 
BMPs,  consistent  with  Executive  Order 
12185." 

Contact:  David  Ziegler,  WH-554;  202/ 
426-2474.  Policy  and  Evaluation  Branch: 
Water  Planning  Division. 

Control  Agency  Grants  (Section  105  of 
the  Clean  Air  Act) 

Grant  applications  are  processed  in 
accordance  with  EPA  general 
regulations  for  State  and  local 
assistance  (40  CFR  Part  35.001 — 35.425) 
and  regulations  speciHcally  for  air 
pollution  control  program  grants  (40  CFR 
Part  35.501 — 35.538).  Processing  is 
carried  out  by  EPA  regional  offices. 
Grant  programs  are  based  on  the  State 
air  quality  plans  required  by  the  Clean 
Air  Act  and  on  annual  EPA  guidance 
identifying  national  objectives  and 
priorities. 

Annual  EPA  guidance  specifying 
national  priorities  and  goals  was 
published  in  February  1980. 
Requirements  for  future  State  air  quality 
plan  revisions  are  currently  being 
prepared.  Energy  related  activities  now 
covered  in  the  annual  guidance  include: 

— Vehicle  inspection  and  maintenance 
programs 

— Fuel  conversions 

— Permitting  of  energy  facilities 

EPA  will  evaluate  the  portion  of  the 
Agency  guidance  setting  priorities  for 
section  105  grants  to  determine  whether 
any  revised  or  supplementary  guidance 
is  necessary  to  implement  Executive 
Order  12185.  Energy  conservation 
considerations,  such  as  the  effects  on 
petroleum  and  natural  gas  use  of 
alternative  control  measures,  fuel 
conversions,  industrial  process  changes. 


and  so  on,  will  be  incorporated  in  the 
requirements  for  future  State  air  quality 
plan  revisions.  These  requirements  will 
not  be  finalized  until  early  fall  of  1980. 

The  primary  focus  of  the  requirements 
will  be  the  development  of  guidance  for 
implementing  section  172(b)(9)  of  the 
Clean  Air  Act.  This  section  requires  that 
States  identify  and  analyze  the  energy 
and  other  effects  of  air  quality  plan 
provisions  and  alternatives  considered 
by  the  States.  Development  of  the 
transportation  portion  of  State  air 
quality  plans  will  generally  be  funded 
under  the  Urban  Air  Quality  Planning 
program. 

Contact:  Jerry  Kurtzweg,  ANR-445; 
202/755-0570.  Chief.  Land  Use  Policy 
Branch,  Office  of  Transportation  and 
Land  Use  Policy. 

3.  Notice  of  Proposed  Actions  Which 
Require  Regulatory  Changes 

The  grants  program  for  construction  of 
municipal  wastewater  treatment  works 
is  proposing  the  following  regulatory 
changes  to  cost-effectiveness  analysis 
guidelines: 

Escalation  of  Energy  Cosh  The  Cost- 
Effectiveness  Analysis  Guidelines 
represent  EPA’s  policies  and  procedures 
for  determining  the  most  cost-effective 
wastewater  treatment  system  or 
component  part.  The  Guidelines  apply  to 
the  plaiming  of  all  municipal 
wastewater  treatment  projects  for  which 
Federal  grant  assistance  is  being  sought. 
The  Guidelines  are  published  as 
Appendix  E  of  the  Construction  Grants 
Regulations  (40  CFR  Part  35,  Subpart  E). 

The  Agency’s  cost-effectiveness 
analysis  procedures  presently  call  for 
use  of  constant  value  dollars  to 
represent  the  worth  of  goods  and 
services  required  for  a  project  over  time. 
As  exceptions,  however,  certain  cost 
escalation  allowances  are  provided  for 
land  and  natural  gas.  The  constant 
dollar  approach  assumes  that  the  cost  of 
all  resoiu'ces  involved  in  treatment 
works  construction  and  operation 
increase  at  about  the  same  rate  on  a 
long-term  basis. 

The  Department  of  Energy’s  (DOE) 
Energy  Information  Administration 
projects  future  price  increases  for 
certain  energy  inputs  relative  to  the 
projected  general  inflation  rate.  EPA 
proposes,  therefore,  to  revise  the  cost- 
effectiveness  analysis  guidelines  to 
require  escalation  of  those  energy  prices 
over  the  20  year  planning  period  for 
wastewater  treatment  works.  This 
would  encourage  selection  of  facilities 
requiring  less  energy. 

The  Agency  recently  received  DOE’s 
fuel  price  escalation  rates,  and  will 
shortly  be  publishing  the  proposed 
regional  escalation  rates  for  the  cost- 
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effectiveness  analysis  in  the  Federal 
Register  and  will  accept  comments  on 
those  rates.  In  addition,  we  expect  to 
publish  the  revised  cost-effectiveness 
guidelines  within  eight  weeks. 

Coordination  with  State  Energy  Plans: 
Facility  planning  should  take  into 
account  applicable  provisions  of  State 
energy  plans.  Accordingly,  the  Agency 
proposes  to  revise  the  cost-effectiveness 
guidelines  to  require  that  grantees 
consider  such  State  energy  plans  in 
future  facility  planning. 

Contact:  Myron  Tiemens,  WH-547; 
202/426-9404.  Facility  Requirements 
Division. 

Dated:  August  22, 1980. 

Barbara  Blum, 

Acting  Administrator. 
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